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STATE OF CALIFORNIA 
Budget Change Proposal - Cover Sheet 
DF-46 (REV 05/11) 

Fiscal Year SFL No. Org. Code Department Priority No. 
2012-13 1 0860 State Board of Equal ization 1 

Program Element Component 
All Programs ALL 

Proposal Title 
Centralized Revenue Opportunity System (CROS) Project 

Proposal Summary 
On September 7, 2011, the Board of Equalization (BOE) received formal approval for the GRaS Feasibility Study Report (FSR) 
(Project Number 0860-094). This is the first proposal to request resources to implement the GRaS Project. Additional Budget 
Change Proposals (BCP) will be submitted once a technology solulion has been approved for implementation and needed 
resources are identified. 

BOE requests $22,402,000 ($13,669,000 General Fund (GF), $1,640,000 Special Funds (SF), and $7,093,000 Reimbursement) 
and 156.7 positions in FY 2012-13 and $43,345,000 ($25,970,000 GF, $3,875,000 SF, and $13,500,000 Reimbursement) and 
242.1 positions in FY 2013-14 to implement the CROS Project, maintain the current legacy systems during the procurement 
phases of CROS, mitigate risk by addressing data conversion and external interfaces immediately, and enhancing audit, 
collection, Statewide Compliance and Outreach Program (SCOP), offers in compromise (OIC) and settlement activities. By 
accelerating efforts which were originally considered within the selected vendor's scope, the BOE anticipates reducing the 
overall cost of the project which will be reflected in a Special Project Report once the vendor has been selected. This proposal 
will generate revenues of approximately $38.8 million in FY 2012-13 and $66.5 million in FY 2013-14 and ongoing . 

Requires Legislation Code Section(s) to be Added/Amended/Repealed 

DYes D No 

Does this BCP contain information technology (IT) Department CIO Date 
components? [8J Yes 0 No 

If yes, departmental Chief Information Officer must sign. 

For IT requests, specify the date a Special Project Report (SPR) or Feasibility Study Report (FSR) was 
approved by the California Technology Agency, or previously by the Department of Finance. 

IZl FSR D SPR Project No. 086-094 Date: 9/7/11 

If proposal affects another department, does other department concur with proposal? 0 Yes 0 No 
Attach comments of affected department, signed and dated by the department director or designee 

Prepared By Date Reviewed By Date 

Department Director Date Agency Secretary Date 

Department of Finance Use Only 

Additional Review: D Capital Outlay D ITCU D FSCU D OSAE D CALSTARS D Technology Agency 

BCPType: D Policy D Wor1<1oad Budget per Govemment Code 13308.05 

PPBA I Date submitted to the Legislature 



STATE BOARD OF EQUALIZATION 

Fisca l Year 2012-13 

Centralized Revenue Opportunity System (CROS) Project 

A. Proposal Summary 
On September 7, 2011, the Board of Equalization (BGE) received formal approval for the GROS 
Feasibility Study Report (FSR) (Project Number 0860-094). This is the first proposal to request 
resources to implement the GROS Project. Additional Budget Change Proposals (BCP) win be 
submitted once a technology solution has been approved for implementation and needed resources are 
identified. 

BOE requests $22,402,000 ($13,669,000 General Fund (GF), $1 ,640,000 Special Funds (SF) , and 
$7,093,000 Reimbursement) and 156.7 positions in FY 2012-13 and $43,345,000 ($25,970,000 GF, 
$3,875,000 SF, and $13,500,000 Reimbursement) and 242 .1 positions in FY 2013-14 to implemenl the 
GROS Project, maintain the current legacy systems during the procurement phases of GROS, mitigate 
risk by addressing data conversion and external interfaces immediately, and enhancing audit, 
collection, Statewide Compliance and Outreach Program (SCOP), offers in compromise (OIC) and 
settlement activities. By accelerating efforts which were originally considered within the selected 
vendor's scope, the BOE anticipates reducing the overall cost of the project which will be reflected in a 
Special Project Report once the vendor has been selected. This proposal will generate revenues of 
approximately $38.8 million in FY 2012-13 and $66.5 million in FY 2013-14 and ongoing . 

B. Background/Hislory 
The CROS Project will create an expanded and responsive tax infrastructure by moving to a functional 
organization structure and creating a tax and fee payer-centric automation system as outlined in the 
approved FSR. 

Freezing Existing Systems -Impractical 
The approved FSR timeline anticipated BOE redirecting resources for the project until FY 2013-14. In 
addition, many of the technical resources needed for CROS were anticipated to be red irected based on 
the assumption that BOE would freeze changes to the existing legacy systems while CROS was being 
brought up. This strategy has been deemed impractical given BOE's tax/fee mandates and the amount 
of projected system down time. Manual workarounds have and will continue to increase costs while 
waiting for a new system to be developed. This critical change in project assumption recognizes the 
past 3 year trend in the number of legislative mandates BOE has been required to implement. 

In addition, when comparing the BOE IT organization to other revenue generating agencies, the ratio of 
BOE IT staff to program staff is significantly lower. Redirecting BOE's internal IT resources to support 
CROS would be extremely difficult. 

Lessons Learned - Other State IT Projects 
When the BOE analyzed other enterprise projects in the state, staff identified two areas in particular 
that posed significant risk: data conversion and external interfaces. As IT leaders throughout state 
government and in the IT community would attest, numerous IT modernization efforts suffer as a result 
of inadequate focus in these areas. BOE has determined that mitigating these risks for the CROS 
project immediately is the most effective way to move forward for the following reasons: 

• Avoid increased manual workarounds that increase operating expenses 
• Accelerates the revenue slream of the project and/or reduce expenditures at the end of the 

project 
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SFL No.1 

This strategy includes bringing resources/positions to the project earlier to focus on cleansing and 
synthesizing data from multiple legacy assets in preparation for data conversion ; and establishing a 
Managed File Transfer (MFT) solution that streamlines data sharing with external partners. 

In an effort to provide early benefits to the State, as part of the data cleansing initiative, BOE has 
initiated a scanning effort of existing taxpayer files so that data will be available in an electronic format. 
This will allow BOE's collectors and legal staff to access taxpayer record information faster than the 
current hard copy files from anywhere in the state and when needed. In addition, BOE will be 
implementing a 'same day deposit ' process that will allow all incoming checks to be scanned and 
deposited with the State's respective bank partners on day of receipt , reducing float time and increasing 
interest earned for the State. 

Increase Program Area Staff 
During the initial procurement phase of the eROS project, we created business program area 
workgroups to develop current business process flows, document system and business process 
deficiencies and identify areas for new system and business process improvements. The results of 
the business workgroups coupled with separate but related analysis showed a need to clean up 
several business program area backlogs to get ready for the reengineering and implementation of 
the new system. 

The backlog is the result of: 1) Collections - Accounts receivables have increased by 121% over the 
past 4 years exceeding $2 Billion, 2) Audits -Approximately 17,600 accounts have the potential to be 
productive audits, at the margin annually, and only 40% of those are audited with existing resources, 3) 
seop- Over 100,000 new regular seller permits are issued each year with countless other businesses 
operating without a sellers permit, 4) Settlement and, Offer in Compromise - due to technology 
limitations (i.e. reliance on paper audit work papers). 

Exhibit I provides a listing and a short description for each of the requested positions. It is important to 
note that support staff related to above mentioned activities are included in this request. Adequate 
support staff is critical to the success of the early GROS project initiatives and the identified business 
program activities. In addition to the increased revenue, these efforts are intended to improve the 
overall success of the CROS project. By increasing staff to levels that more accurately reflect the 
available workload , vendors will have a more realistic view of BOE activities prior to the new systems 
implementation. 

The implementation of these early efforts allows the BOE to enhance its business programs, resulting 
in increased revenue prior to the CROS implementation of approximately $38.8 million in FY 2012-13 
and $66.5 million in FY 2013-14 and ongoing. 

. State level Considerations 
BOE collects taxes and fees that provide approximately 35.6 percent of the annual revenue for state 
government and essential funding for counties, cities, and special taxing districts. The BOE 
administers the state's sales and use, fuel, alcohol, tobacco, and other taxes and collects fees that fund 
specific state programs, which , in FY 2009-10, produced $50.7 billion for education, public safety, 
transportation , housing , health services, social services, and natural resource management. 

Consistent with Government Code 19130, BOE is requesting state positions for the CROS Project 
which will be vital in the procurement, design, and implementation phases of the project. BGE staff will 
become experts on the technology solution to be implemented, thereby reducing BGE's future reliance 
on contract staff at the end of the project 

. Justification 
BOE requests resources for CROS implementation and enhanced audit , collection, OIC and settlement 
activities beginning in FY 2012-13. These resources will help mitigate the significant data 
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SFl No. 1 

cleansing/conversion and external interface risks identified in other state IT enterprise projects and 
generate revenue of approximately $38.8 million in FY 2012-13 and $66.5 million in FY 2013-14 and 
ongoing . 
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The benefits of this approach include: 
• Mitigating risk: Tackling risks early in the project life cycle enables the BOE to more effectively 

address unanticipated risks that will likely emerge later in the project. 
• Accelerate project progress: Addressing these areas of risk early on will reduce the overall 

project schedule once the vendor is on board as data will be better suited for conversion to the 
new system. 

• Accelerate opportunities for revenue agency data-mining collaboration: The BOE relies 
heavily on its ability to mine data within legacy assets and data from external organizations such 
as Department of Motor Vehicles, Franchise Tax Board, Employment Development Department, 
and the Internal Revenue Service to ascertain information about taxpayer compliance. 
Cleansing data now, rather than later, will provide opportunities to identify new areas of 
information sharing for these agencies and revenue opportunities. 

• Perform work for less than it would cost under the general procurement: By bringing on 
resources now for data cleansing and external interface initiatives, BOE will be able to do the 
work that was originally identified in the proposed vendor scope at a much lower cost , thereby 
reducing the overall costs of the project. 

• Ensure that qualified resources are engaged to perform data readiness: The resources 
requested will be on the CROS Project team working side by side with the selected vendor in 
systems design and implementation. They will become experts on the implemented solution, 
thereby reducing BOE's reliance on contract resources at the end of the project. 

• Achieve early revenue: BOE will streamline the way data are acquired, transformed, cleansed, 
synthesized, and made available for analytics, which will make current data mining efforts more 
efficient - leading to revenues being realized sooner from tasks originally identified in the 
vendor's scope of work. The table below identifies areas of early revenues. 

BOE proposes expanding efforts in the areas of audits, collections, SCOP, OIC and settlements to 
generate approximately $66.5 million annually in FY 2013-14 and ongoing. The addition of resources 
in these areas will directly generate revenue. Increasing the number of audit staff will allow a greater 
number of accounts to be audited, which will decrease the number of errors filed on returns , educate 
the taxpayers and increase revenues. Increasing the number of collection staff will allow a greater 
number of accounts with past due liabilities to be more effectively worked and in turn , increase revenue. 

The Board is authorized by statute to compromise eligible liabilities for taxpayers unable to pay their tax 
obligations in full , thus enabling the Board to accelerate revenue in the best interest of the state. ole 
specialists evaluate qualified offers from taxpayers who have both closed their businesses and are 
operating an ongoing business, and have a final tax liability, to determine the minimum acceptable offer 
amount. 

Additionally, the Board is charged by statute, as essential for fiscal purposes, with expeditiously 
implementing the seUlemenl program. Under the settlement program staff accelerate revenue to the 
state by negotiating settlements of certain Sales and Use Tax and Special Tax and Fee cases 
consistent with a reasonable evaluation of the risks and costs of litigating those cases. To be eligible for 
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this program, cases must be the subject of an appeal, protest or claim for refund pending before the 
Board. 

Outcomes and Accountability 
Proiected Outcomes 

Workload Measure 2012-13 2013-14 
Taxpayer Records Scanned Approximately 1 million taxpayer Any new taxpayer records will be 

records will be scanned scanned 
95% of checks will be deposited the 95% of checks will be deposited the 

Same Day Deposits 
same day same day 
Complete 75% data mapping across Craft 75% or more data conversion 

Data Files Cleansed systems and establish an enterprise- scripts 
wide data model 

Implement a solution to manage 
Inventory, analyze, and prioritize 127 

Managed File Transfer external interfaces and apply 
or more external interfaces 

inbound data 

Audits Processed 110 additional audits complete 165 additional audits completed 

Outreach Visits Performed 9,000 14,500 

Projected Permits Issues for 
170 275 

Unlicensed Businesses 
Use Digital Audit Work Papers to Use Digital Audit Work Papers to 
expedite half of the settlement cases expedite half of the settlement cases 
submitted (with petitions for submitted (with petitions for 

Settlements 
redetermination) resulting in up to redetermination) resulting in up to 
50% time reduction to the Settlement 50% time reduction to the Settlement 

I process ! process 

Analysis of All Feasible Alternatives 

Alternative 1: Provide funding and positions requested. 
Pros: 

• Mitigates known risks to the project. 
• Estimated revenue of $38.8 million in FY 2012-13 and $66.5 million in FY 2013-14 and ongoing. 
• Accelerates project progress. 
• Reduces overall project costs. 
• Reduces BOE's long term reliance on and costs of contract resources. 
• Provides opportunities for data-mining collaboration with other state agencies. 

Cons: 
• Requires a budget augmentation. 

Alternative 2: Provide funding and positions requested on a 2-year L T basis. 
Pros: 

• Mitigates known risks to the project. 
• Estimated revenue of $38.8 million in FY 2012-13 and $66.5 million in FY 2013-14. However, 

revenue figures may be impacted if activities are delayed due to ability to recruit candidates for 
limited-term positions. 

• Accelerates project progress. 
• Reduce overall project costs. 
• Provides opportunities for data-mining collaboration with other state agencies. 
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SFl No. 1 

Cons: 
• Requires a budget augmentation. 
• It is more difficult to recru it highly qualified IT staff for limited-term positions. 
• Requires BOE to rely on external contract resources at the end of the Project, at higher cost 

than civil servants and with no civil service IT experts immediately available. 

Alternative 3: Do not provide funding. 
Pros: 

• Does not require a budget augmentation. 

Cons: 
• Increases known risks to the project. 
• No early revenue for the State. 
• Does not accelerate project progress. 
• Increases overall project costs based on reliance on external contract resources. 
• Opportunities for data-mining collaboration with other state agencies will be delayed. 
• Does not provide state staff to be~ome experts on the implemented solution of the CROS 

project, thereby increasing risk once implementation has been completed . 

G. Implementation Plan 
The following table details the initiatives that will take place in FY 2012-13 and FY 2013-14. More detail 
can be found in the approved FSR 

Julv 2012- June 2013 Julv2013 June 2014 
Hire and train staff Hire and train staff 
Purchase equipment Purchase equipment 
Begin data mapping Begin data conversion 
Inventory and prioritize external interfaces Implement solution to manage external interfaces 

and inbound data 
Identify accounts for audit Identify accounts for audit 
Release request for proposal (RFP) Select vendor 
Process collections Process collections 
Register new businesses Register new businesses 
Exoand outreach and education efforts Continue outreach and education efforts 
Utilize Digital Audit work papers to review Utilize Digital Audit work papers to review 
settlement and OIC offers settlement and OIC offers 

H. Supplemental Information 

o None 0 Facili ty/Capital Costs [gJ Equipment [gJ Contracts o Other __ 

I. Recommendation 
Alternative I is recommended in order to effectively implement the CROS Project, optimizing 
opportunities for project success by mitigating risk and allowing BOE to maintain existing legacy 
systems while CROS is implemented and also results in projected revenue of $38.8 million in FY 2012-
13 and $66.5 million in FY 2013-14 and ongoing. 
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OF-AS (REV O::il11) 

Fiscal Summary 
(Ool,'ars If; lhoosands) 

BCP No I~roposal TItle Program 
SFl·1 Cell!r~l ized Reve nue Opponunity Syslem 1 

Personal Services Positions Dollars 
CY BY BY -+ 1 CY BY BY -+ 1 

Total Salari es and "'''a ges \ a a 156 7 242 1 59 397 513 aa? 
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i I Fend,' . 51640 53875 

~ 
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Tola l Local Assistance 

Fund Source Item 
0 ' 9 Ref Fun d 
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1 Fro'/ld e hI en the Supplemenlal kl fcrmatlcn wcrksheet 
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BCP fl o. 

SFl-l 
Special Fund Tille 

Breast Cancer Fund 
CiQ And Tobacco 
California F amilv Trust 
Cioarette LicensinQ 
Transoortation Tax 
Dec Lead 
Integrated \'\'asle ManaQement 
UnderQround StoraQe Tank Fund 
Oil Spill 
Enerov Resources 
Waler Rights Fund 
Childhood Lead 
Marine 111'1 Species 
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E·Waste 
Natural Gas 
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Specia l Fund Title 
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Special Fund Detail 
(Dollars m tt,oosar. ds) 

Proposal Tille 

Centralized Revenue Oooortunrt 
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0860 00 1 0061 
0860 00 1 0070 
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STATE OF CALIFORNIA 
Spring Finance Letter Proposa l - Cover Sheet 
DF-46 (REV 05111) 

Fiscal Year SFL No. Org. Code Department Priority No. 
2012-13 2 0860 State Board of Equalization 2 

Program Element Component 
15-County Assessment Standards, 30-Sales arid Use Tax, and 15.20, 30.30, 45.30 
45-Cigarette and Tobacco Product Tax Programs 

Proposal Title 
Department of Justice (DOJ) Billable Services Budget Augmentat ion 

Proposal Summary 
Th is proposal requests an augmentation of $678,000 (General Fund) for FY 2012-13 and ongoing to support the 
Board of Equalization total Department of Justice (DOJ) billable services budget at a $2.2 million level. The DOJ 
Legal Services Budget provides critical resources necessary to effectively litigate the growing and increasingly 
complex tax and fee related damage claims being made against the State of California in lawsuits. BOE 
estimates that the minimum potential impact on revenues is approximately $37 million . Successful litigation of 
severa l of these cases will also protect California revenues into the future. The potential risk factor for the 
proposal is approximately 54.5:1. 

Requires Legislation \' Code Section(s) to be Added/Amended/Repealed 

DYes [gJ No 

Does this BCP contain information technology (IT) Department CIO Date 
components? DYes [gJ No 

If yes, departmental Chief Information Officer must sign. 

For IT requests , specify the date a Special Project Report (SPR) or Feasibility Study Report (FSR) was 
approved by the California Technology Agency, or previously by the Department of Finance. 

D FSR D SPR Project No. Date: 

If proposal affects another department, does other department concur with proposal? [81 Yes 0 No 
Attach comments of affected department, signed and dated by the department director or designee. 

Budget Officer Date Chief, Financial Management Date 
Division 

Deputy Director, Administration Date Executive Director Date 

Department of Finance Use Only 

Additional Review: D Capital Outlay D ITCU D FSCU D OSAE D CALSTARS D Technology Agency 

BCPType: o Policy o Workload Budget per Government Code 13308.05 

PPBA Date submitted to the Legislature 



SFL No.2 

STATE BOARD OF EQUALIZATION 

Fiscal Year 2012-13 

Department of Justice (OOJ) Billable Services Budget Augmentation 

A. Proposal Summary 

This proposal requests an augmentation of $678,000 (General Fund) for FY 2012-13 and 
ongoing to support the Board of Equalization total Department of Justice (DOJ) billable services 
budget at a $2.2 million level. The DOJ Legal Services Budget provides critical resources 
necessary to effectively litigate the growing and increasingly complex tax and fee related 
damage claims being made against the State of California in lawsuits. BOE estimates that the 
minimum potential impact on revenues is approximately $37 million. Successful litigation of 
several of these cases will also protect California revenues into the future . The potential risk 
factor for the proposal is approximately 54.5: 1. 

B. Background 

By statute, the Department of Justice must represent BOE on a majority of cases, unless a 
conflict of interest is present. BOE is aware of approximately 13 larger cases and 37 ongoing 
smaller cases that will need to be represented by DOJ in FY 2012-13, including trials in two very 
significant lawsuits involving tens of millions of dollars. FY 2012-13 will see the beginning of the 
on-line and out-of-state retailer litigation, which will surface even if federal or state legislation is 
passed. Resources for DOJ representation in this litigation were not included in BOE's FY 
2012-13 Budget Change Proposal per Department of Finance direction. 

Under the general direction of the BOE Chief Counsel, BOE's Legal Department furn ishes legal 
services to the elected Board, Executive Director, and the staff of the BOE with respect to the 
BOE's actions. The Department's Litigation Division advises and represents the BOE in tax and 
fee litigation. In this capacity, while a Deputy Attorney General generally will be counsel of 
record, Legal Department attorneys work closely with assigned Deputy Attorney Generals as 
the tax and substantive law experts in tax refund and other lawsuits in order to ensure that the 
BOE's positions are accurately and persuasively presented in court while also adequately 
representing the BOE. 

If this augmentation is not provided, BOE believes that there is a substantial likelihood that the 
DOJ billings will go over budget in FY 2012-13, necessitating a deficiency request. 

C. State Level Considerations 

The BOE collects taxes and fees that provide approximately 35.6 percent of the annual revenue 
for state government and essential funding for counties, cities, and special districts. The BOE 
administers the state 's sales and use taxes, fuel , alcohol, tobacco, and other taxes and collects 
fees that fund specific state programs, which, in FY 2009-10, produced $50.7 billion for 
education, public safety, transportation, housing, health services, social services, and natural 
resource management. 
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SFL No. 2 

O. Justification 

The BOE will be requiring increased expenditures of legal fees concerning several complex 
cases in FY 2012-13 based on information available to BOE at this time including the following : 

• A very large consolidated sales and use tax case involving tens of millions of dollars will 
go to trial , likely requiring two full-tim e Deputy Attorney Generals a year of preparation. 

• Another tax refund matter will be argued in the Supreme Court, requiring substantial 
preparation t ime. 

• Several other major statewide cases also will be very active, including both state
assessed property tax cases and local tax cases. 

• litigation work as the result of AS 155 involving the on-line and out-of-state retailer 
nexus issue where at least another $200 million of annual general tax revenues is at 
stake. 

• The NorteJ decision will generate additional litigation. 

It is important to note that many of the lawsuits pending against the Board do not specify the 
damages requested ; and some of the lawsu its pending have potential precedential impact for 
the State of California. 

The potential minimum revenue at risk is approximately $37 million. Actual revenues at risk are 
more likely in the hundreds of ml11ions of dollars. In order to devote the substantial time and 
resources needed to aggressively defend the state against such lawsuits, BOE is requesting 
that our DOJ Legal Services Budget for FY 2012-13 be augmented by $678,000 (GF). 

Failure to adequately fund DOJ wl11 resu lt in legal work products that are either untimely or 
below the highest standards of legal representation, which could result in future tax revenue 
loss if lawsuits are not aggressively defended. Denial of this proposal wl11 increase the financial 
risks to the BOE, and to General Fund and Special Funds programs. If funding is not provided, 
litigation may not occur timely or effectively and/or BOE may be forced to approach DOF with a 
deficiency request for the additional funding in FY 2012-13. In the event that BOE does not 
spend its entire DOJ Legal Services Budget, any savings will automatically revert back to the 
General Fund. 

E. Outcomes and Accountability 

The Legal Department keeps detailed records of each lawsuit filed against the Board, the 
attorney or attorneys assigned to each such lawsuit, the damages or refunds sought, and the 
ultimate outcome of each such lawsuit. Therefore, records w l11 be ava ilable on a long-term 
basis with respect to the number of lawsuits filed against the Board, the number of lawsuits 
handled by each BOEIDOJ attorney, the amounts of money at issue, and DOJ 's success rate in 
defending the state in these lawsuits. This data will provide ful1 accountability with respect to the 
funding requested and expenditures incurred for each case. 
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F. Analysis of All Feasible Alternatives 

Alternative 1 - Augment BOE's budget by $678,000, bringing BOE's total DOJ billable 
services budget to $2.2 million to provide OOJ critical resources to effectively litigate on 
behalf of BOE and the State of California. 

This alternative requests a budget augmentation of $678,000 to properly fund OOJ with the 
resources to litigate. 

Pros: 
• Protects an estimated $37 million in revenues at stake, as well as potentially 

hundreds of millions in future state and government revenues at risk, due to tax 
refund and related damage claims filed against the state. 

• Mitigates financial risks and/or financial losses to the State's General Fund. 
• Will protect against the significant revenue loss to the State's General Fund that 

would occur if these cases are not effectively litigated. 
• Significant ly reduces the potential for judgments against the BOE and the State of 

Californ ia as a result of an omission or error of fact or law. 
• Provides adequate funding to defend costly litigation. 
• Prevents the long-term effects of underfunding and resulting BOE requests for 

deficiency funding on an ongoing basis, which would not be an effective use of BOE 
and OOF resources. 

Cons: 
• Requires expenditures of $678,000 to fund estimated OOJ expenditures. 

Alternative 2 - Augment BOE's budget by $472,000 to maintain current OOJ funding level 
of $1,994,000. 

This alternative requests $472,000 in fund ing in order to maintain OOJ funding at its current 
level of $1 ,994,000. This puts BOE and OOF at risk of untimely and ineffective litigation, and 
potentially making a deficiency request to OOF. 

Pros: 
• No additional funding beyond FY 20 11-12 DOJ fund ing levels is needed. 
• Ensures the majority of the litigation work will be funded. 

Cons: 
• Possible deficiency request if BOE overspends in this category. 
• The hours required to litigate these cases could potentially leave BOE with a 

substantial shortfall in funding necessary to meet current and projected futu re 
litigation demands. 

Alternative 3 - Do nothing. 
BOE's current budget of $1 ,522,000 remains and BOE does not receive additional funding for 
OOJ litigation work.. 

Pros: 
• No additional funding needed. 
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• No immediate fiscal impact to General Fund or Special Funded Tax Programs. 

Cons: 
• Will not protect an estimated $37 million in revenues at stake, as well as potentia lly 

hundreds of millions in future state and government revenues at risk, due to tax 
refund and related damage claims filed against the state. 

• Will not mitigate financial risks and/or financial losses to the State 's General Fund. 
• Will not protect against the significant revenue loss to the State's General Fund that 

would occur if these cases are not effectively litigated. 
• Will not significantly reduce the potential for judgments against the BOE, and the 

State of California . 
• May result in significant revenue loss to the State's General Fund, as well as Special 

Funds programs, if these cases are not effectively litigated. If these cases are not 
adequately defended, sources of future revenue will not be protected, and tax 
revenue streams may be lost or materially reduced . 

• A deficiency request is almost certain . 
• The hours required to litigate these cases could potentially leave aOE with a 

substantial shortfall in fund ing necessary to meet current and projected future 
litigation demands. 

G. Implementation Plan 

Currently BOE is anticipating that 13 larger and 37 smaller cases will go to trial or otherwise be 
resolved in FY 2012-13. These cases will require the support of OOJ. 

H. Supplemental Information 
I8J NONE D FACILITY/CAPITAL COSTS D EQUIPMENT D CONTRACTS 
D OTHER 

I. Recommendation 

Alternative 1 is recommended. Th is alternative would augment a~E's budget by $678,000 to 
fund current OOJ tax refund litigation. By providing these additional resources to fund BOE's 
contract with DOJ, the state will be able to litigate and protect over $37 million revenues, as well 
as potentially hundreds of millions in state and local government tax revenues. Moreover, 
successfully litigating the cases of the present will also further protect California revenues into 
the future . 
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